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COMPLAINT

1 . In March, 2002, Congress enacted the Bipartisan Campaign Reform Act of 2002

(BCRA) to prevent the raising and spending of soft money by federal candidates and political

party committees to influence federal elections. The soft money provisions in Title I of BCRA

were upheld by the Supreme Court in McConnett v. FEC, 540 U.S. 93 (2003).

2. After the enactment of BCRA, a number of political and party operatives, and

others, engaged in illegal schemes in the 2004 and 2006 federal elections to use soft money to

influence those elections. These illegal schemes were conducted primarily through the use of so-

called "section 527 groups*' — entities registered as "political organizations" under section 527

of the Internal Revenue Code (IRC), 26 U.S.C. § 527.

3. Democracy 2 land other reform organizations filed multiple complaints with the

Commission in 2004 and 2006, seeking enforcement of the law against these illegal schemes. In



response to these complaints, the Commission instituted a number of enforcement actions and

found that four large 527 groups active in the 2004 campaign engaged in massive violations of

the campaign finance law by failing to register as political committees and failing to abide by the

contribution limits, source prohibitions and reporting requirements that apply to political

committees. The violations by these four S27 groups in the 2004 election, cumulatively, resulted

in FEC findings of more than $200 million in illegal soft money expenditures to influence the

2004 presidential election.

4. | American Leadership Project

(ALP) have been engaged in activities to influence the 2008 presidential election that are similar

to the activities found illegal by the Commission following the 2004 campaign. |

| ALP is organized

under section 527 of the IRC.

5. Neither | ALP is registered with the Commission as a political committee.

However, on information and belief, each group has made "expenditures" or received

"contributions" in excess $1,000 and has a "major purpose" to influence federal elections. As

such, they are federal political committees. | ALP are therefore required to register with

the Commission under the federal campaign finance laws, 2 U.S.C. §432, and are subject to the

federal contribution limits, source prohibitions and reporting requirements on the funds they

receive. As political committees, each of these groups may not receive more than $5,000 per

year from an individual donor, and may not receive any union or corporate treasury funds

whatsoever. 2 U.S.C. § 441a(a)(lXC), 441b(a). These limits and prohibitions apply to all

"political committees," including those that engage in independent spending. 11 CPU. §



110.1 (n). Furthermore, as political committees, each of these groups is required to file periodic

reports with the Commission, disclosing all receipts and disbursements. 2 U.S.C. § 434.

6. It is essential for the Commission to continue the enforcement actions it began

after the 2004 elections against outside groups making illegal soft money expenditures. The

Commission must do so in order to ensure that violators are held accountable and understand that

there are consequences for breaking the law. The Commission should take appropriate actions to

ensure that all groups which qualify as federal political committees register and operate pursuant

to the laws that apply to such political committees.

Standard for "political coî tttce* states

7. Section 431(4) of Title 2 defines the term "political committee" to mean "any

committee, club, association or other group of persons which receives contributions aggregating

in excess of $1,000 during a calendar year or which makes expenditures aggregating in excess of

$1,000 during a calendar year." 2 U.S.C. §431(4); we oZro 11 C.F.R.§ 100.5(a). An

"expenditure" is defined as "any purchase, payment, distribution, loan, advance, deposit, or gift

of money or anything of value, made by any person for the purpose of influencing any election

for Federal office...." 2 U.S.C. § 431(9)(A). Similarly, a "contribution," is defined as "any gift,

subscription, loan, advance, or deposit of money or anything of value made by any person for the

purpose of influencing any election for Federal office...." 2 U.S.C. § 431(8)(A). In addition,

FEC regulations define a "contribution" to include funds received "in response to any

communication... if the communication indicates that any portion of the funds received will be

used to support or oppose the election of a clearly identified Federal candidate." 11 CJF.R. §

100.57(a).



8. Any entity which meets the definition of a "political committee" must file a

"statement of organization" with the Federal Election Commission, 2 U.S.C. § 433, and periodic

disclosure reports of its receipts and disbursements. 2 U.S.C. § 434. m addition, a "political

committee" is subject to contribution limits, 2 U.S.C. §§ 441a(aXl), 441a(a)(2), and source

prohibitions, 2 U.S.C. § 441b(a), on the contributions it may receive and make. 2 U.S.C. §

<M 441 a(f). These rules apply even if the political committee is engaged only in independent
Lfl

^ spending. 11 C.F.R. § 110.1(n).
<T
rsi 9. In Buckley v. Valeo, 424 U.S. 1 (1976), the Supreme Court construed the term
<T
^ "political committee" to "only encompass organizations that are under the control of a candidate
0&

or the maior purpose of which is *hg rjiominiitiioii or election of a candidate." 424 U.S. at 79

(emphasis added). Again, in FEC v. Massachusetts Citizens for Life, 479 U.S. 238 (1986), the

Court invoked the "major purpose" test and noted that if an incorporated non-profit group's

independent spending activities "become so extensive that the nrpqnigaflon's maior purpose mav

*™ activity, the corporation would be classified as a political committee."

479 U.S. at 262 (emphasis added). In that instance, the Court continued, it would become

subject to the "obligations and restrictions applicable to those groups whose ppmtny objective is

to influence oolî ggljcjggpgiggs, " Id. (emphasis added). The Court in McConnell restated the

"major purpose" test for political committee status as iterated in Buckley. 540 U.S. at 170 n.64.

10. For the reasons set forth above, there is a two prong test for "political committee"

status under the federal campaign finance laws: (1) whether an entity or other group of persons

has the "major purpose" of influencing the "nomination or election of a ^TMhxffltff," as stated by

Buckley, and if so, (2) whether the entity or other group of persons receives "contributions" or

makes "expenditures" of at least $1,000 or more in a calendar year.



The American Leadership Protect

30. The American Leadership Project (ALP) is a group registered as a "political

organization" under section 527 of the Internal Revenue Code. 26 U.S.C. § 527. It registered

with the IRS by filing a Form 8871 on February 15,2008. (Exh. N).

31. ALP has close ties to supporters of Senator Hillary Clinton's campaign.

According to press reports, ALP was formed in February, 2008 by "major financial backers" of

Senator Clinton, and its purpose was "to air television advertisements echoing her message that

she is more qualified than Obama to fix the economy." M. Mosk, "Independent Group to Air TV

Ads Echoing Clinton Attacks on Obama," The Washington Post (Feb. 21,2008) (Exh. O).

32. According to one press report in April 2008 about ALP,

Almost all of the group's money has come from two unions that have endorsed
Mrs. Clinton, the American Federation of State, County and Municipal
Employees, which has contributed $1.2 million, and the Machinists Union.

But the list of individual donors is telling in that eight of me nine people who
gave $5,000 or more to the group had already given the maximum $2,300
donation for the primary to Mrs. Clinton's presidential campaign.

The group is filled with people who have ties to the Clintons: Roger Salazar, who
worked in the press operation of the Clinton White House and is a political
consultant in California, and Paul Rivera, another former Clinton White House
staff member and senior political adviser for Senator John Kerry's presidential
campaign in 2004 who worked on Mrs. Clinton's Senate campaign in 2000.

Jay Eisenhofer, a lawyer in New York who raised at least $100,000 for Mrs.
Clinton, "lairing him a "Hillraiser," gave $50,000 to the group. Richard ^irnw1,
another HiUraiser and Los Angeles real estate magnate, contributed $15,000, and
William Titelman, a former Pennsylvania lobbyist and longtime Clinton fund-
raiser who gave enough to spend a night in the Lincoln Bedroom, contributed
$10,000 and hps helped die group raise money.

M. Luo, "Facing Obama Fund-Raising Juggernaut, Clinton Seeks New Sources of Cash," The

New York Times (April 20,2008) (Exh. P).

12



33. In its first quarterly report filed with the IRS (Form 8872) (Exh. Q), covering the

period February IS, 2008 to March 31,2008, ALP reported contributions of $1.16 million,

including a contribution of SI million from AFSCME, a supporter of Senator Clinton's

presidential campaign. ALP also received contributions from individuals of up to $50,000 per

donor. On this report, ALP disclosed expenditures of approximately $790,000, most of which

was listed for TV airtime and ad production.

34. In its second quarterly report, filed with the IRS (Exh. R), covering the period

April 1,2008 to June 30,2008, ALP reported contributions of approximately $2.3 million. This

included additional contributions of $1,160,000 from AFSCME and $400,000 from the

American Federation of Teachers, also a supporter of President Clinton's presidential campaign.

In addition, ALP received contributions of $250,000 from the International Union of Painters

Organization, $150,000 from the Sheet Metal Workers International Association, $100,000 from

the International Alliance of Theatrical Stage Employees, $50,000 from the Office &

Professional Employees International Union, $50,000 from the Machinists Non-Partisan Political

League, $50,000 from the Bricklayers & Allied Craftworkers PAC, and a contribution of

$100,000 from an individual, Daniel S. Abraham. Each of these donors was a supporter of

Senator Clinton's presidential campaign. The bulk of its reported expenditures were for TV buys.

35. Between February 22,2008, and May 29,2008, ALP filed multiple reports with

the Commission disclosing expenditures for electioneering communications (Form 9). These

expenditures were for TV ads that referred to Democratic presidential candidates Hillary Clinton

and Barack Obama, and that supported Senator Clinton's election. The total disbursements for

such electioneering cnminiinicatiflng was approximately $3.4 million. In addition, ALP filed an

electioneering disclosure report on August 21,2008 to report an additional disbursement of
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approximately $78,000 for a radio ad that referred to Republican presidential candidate John

McCain and that opposed Senator McCain's election.

36. According to the February 21 story about ALP in The Washington Post (Exh. O):

In the group's first ad, the television image shows a shuttered factory and a home
in foreclose, and a voiceover says: "If speeches could create jobs, we wouldn't be
facing a recession." The criticism of "speeches" closely minors a line of attack
Clinton has used against Obama. . . .

Supporters of the group, called the American Leadership Project, said yesterday
that they decided to undertake the effort late last month, when Clinton was forced
to lend her campaign $5 million to try to minimize Obama's large fiindraising
advantage.

37. This press report also stated that ALP's ads were run in Texas and Ohio, the next

Democratic primaries where Clinton was campaigning against Obama. As the Post story (Exh.

O) noted, ALP "is advertising only in states where Clinton faces competitive primary contests.

And the content of its first ad strongly hints that its purpose is to support her candidacy and

oppose Obama's.1' Press reports stated that ALP spent approximately $1 million on ads in Texas

and Ohio immediately before the primary elections in those states.

38. In April, according to press reports, ALP spent $700,000 on ads run in Indiana

immediately before the primary election there. J. girfmhenn, "Pro-Clinton group airing ad hi

Indiana," Associated Press (April 28, 2008) (Exh. S). As this article notes, "The Indiana ad

would be the biggest single expenditure in a state for the mostly union financed group, called the

American Leadership Project ... Hie ad campaign could come at a crucial time for Clinton. The

Democratic presidential race in Indiana is a dead heat, according to public opinion polls.

Obama, the better-financed candidate, has been spending more than Clinton."

39. In early June, ALP spent $300,000 to run ads in Montana and South Dakota,

immediately before the primaries in those states. J. Kuhnhenn, "Clinton looks for victory in
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Puerto Rico primary,** Associated Press (June 1,2008) (Exh. T). The ad which ran in South

Dakota, called "Squeezed,** promoted the campaign of Senator Clinton. It stated2:

Gas and Food prices are squeezing South Dakota families from both ends. Hillary
Clinton has the right plan to help 1) promote clean energy to create more good
paying jobs in South Dakota 2) cut taxes for the middle class 3) eliminate the
special tax breaks for the big oil companies. Call Hillary Clinton and tell her to
keep fighting for the middle class. Paid for by the American Leadership Project
which is responsible for its content. Not authorized by any candidate or
candidate's committee.

An identical ad, referencing Montana, was run in that state before its primary.3 A similar ad,

called "Middle,1* which ran in Oregon before the primary in that state, also promoted the

campaign of Senator Clinton. It stated4:

Gas and Food prices are squeezing Oregon families from both ends. Hillary
Clinton has the right plan to help. Her plan focuses on clean energy, creating more
good paying jobs right here. No wonder the Salem Statesman Journal wrote that
Hillary Clinton gets the concerns of the middle class. Call Hillary Clinton and tell
her to keep fighting for clean energy and good jobs. Paid for the American
Leadership Project which is responsible for its content. Not authorized by any
candidate or candidate's committee.

40. ABP also spent $150,000 for ads in Puerto Rico right before the primary there.

According to one press report referring to ALP, 'In a sign that her supporters were unwilling to

give up, an outside group financed by her labor backers bought $150,000 worth of television ads

on the island promoting her views." J. Kuhnhenn, "Clinton looks for victory in Puerto Rico

primary,*' supra (Exh. T).

41. Following the end of the primary season, ALP switched from promoting Senator

Clinton and ran an ad that attacked Senator McCain, the Republican nominee for president. ALP

The Montana ad is available at hflgii^TWiYplrtl>hejom^^^

The Oregon id is available at httPi/Avww.voutiibej
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ran the following radio ad, entitled "More Money, More Problems," which was aired in Colorado

during the Democratic convention in late August held in Denver. The ad stated5:

Gas prices across Colorado exceeded the four-dollar per gallon mark.
Exxon/Mobil reported the biggest quarterly profit ever by a corporation.
Demonstrators in Denver today rallied against big oil profits.

While Colorado families are struggling to make ends meet, Big Oil companies are
enjoying record profits.

K
5JJ The John McCain solution?î
Ml
*X More money for Big Oil. More problems for us.
<N McCain wants to drill along our coastline, which experts say won't produce oil
^ until 2018.<T
CDJjJ But he's repeatedly opposed incentives for proven renewable energies like wind
(M and solar power.

McCain voted against requiring Big Oil to invest their windfall profits in clean
energy and new jobs.

But he supports a $4 billion tax break for America's five richest oil companies.
That's not a path to energy independence.

Call John McCain at 202-224-2235 and tell him Coloradans need real solutions to
America's energy crisis.

Visit leadership-project.org. Paid for by the American Leadership Project, which
is responsible for its content, not authorized by any 'vn^fidatg or candidate's
committee.

42. On the home page of its website, ALP, which had promoted Senator Clinton

during her primary battle with Senator Obama, now displays a box which reads, "Speak Out

Contact Senator Barack Obama and tell hup to keep fighting for the issues that matter to the

middle class." http://wwwJeader«>ii]^pT^j^org/preview/?D8ai2S (October 8.2008V

The Colorado ad is available at htto^^yww.lMdBnhiiMiiDitt/LoiB/1^^
EN RV.mn3
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Count 2

43. On information and belief, ALP meets the test for "political committee" status.

On information and belief, it has made more than $1,000 in "expenditures" or received more

than $1,000 in "contributions" and its '"major purpose" is to influence federal elections. ALP has

not registered as a political committee and has not complied with the contribution limits and

m reporting requirements applicable to political committees.
rH
hn 1. "Maior purpose" prong

™̂ 44. ALP is organized under section 527 of the Internal Revenue Code, 26 U.S.C. §
^f
Q 527, and thus, given its activities, is by definition a "political organization" that is operated
en
(M "primarily" for the purpose of influencing candidate elections. Section 527 of the IRC provides

tax exempt treatment for "exempt function" income received by any "political organization."

The statute defines "political organization" to mean a "party, committee, association, fund, or

other organization (whether or not incorporated) "THlifflr^ pnd operated primarily for the

purpose of directly or indJTEflY accepting cop^pbytionff or fnfllfilniS ffKMnditures. or both, for an

exempt function." 26 U.S.C. § 527(e)(l) (emphasis added). An "exempt function" is defined to

mean the "function of tpfluencfap1 Qrattempfipg to igflufflge the selection, nomination, election.

or apftftiiilnipnt °f flnv individual to any Federal, State, or local public office or office in a

political organization, or the election of Presidential or Vice Presidential electors...." 26 U.S.C.

§ 527(eX2) (emphasis added). The Supreme Court saidinMcConnell, "Section 527 'political

organizations' are, unlike § 501(c) groups, organized for the express purpose of engaging in

partisan political activity." 540 U.S. at 174 n.67. The Court noted that 527 groups "by definition

engage in partisan political activity." Id. at 177. A "political organization" as defined in section

527 must register as such with the Secretary of the Treasury, and must file periodic disclosure
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reports with the Secretary as required by section 527(j). ALP has registered as a "political

organization" under section 527.

45. Thus, by definition, any entity that registers with the Secretary as a "political

organization" under section 527 is "organized and operated primarily" for the purpose of

"influencing or attempting to influence the selection, nomination, election or appointment of an

individual to public office. The Commission has cited the section 527 standard as identical to

the "major purpose" prong of the test for "political committee" status. See, e.g., Advisory

Opinions 1996-13,1996-3,1995-11. Accordingly, a group that chooses to register as a "section

527 group" - including ALP - is, fey. definition, an entity "the major purpose of which is the

nomination or election of a candidate... ."*

46. On the basis of all of the facts and circumstances involving ALP, including its

status as a section 527 "political organization," the purpose for which the organization was

founded, the campaign-related activities of the founders and major donors to ALP and the

activities undertaken by the organization, the Commission should find that ALP satisfies the

"major purpose" prong of the "political committee** test as set forth in Buckley.

2. Expenditure/Contribution prong,

47. The other prong of the definition of "political committee" is met if an entity

which meets the "major purpose" test also receives "contributions" or makes "expenditures"

aggregating in excess of S1,000 in a calendar year. Both "contributions" and "expenditures" are

defined to mean funds received or disbursements made "for the purpose of influencing" any

federal election. 2 U.S.C. § 431(8), (9).

6 Thia m/MiM tv» fnia in all inafatv^M nthor tfi«ti • <77 «TTyfii«tmn odiieh ia mrganiw»H unA

primarily for the purpose of influencing the selection or appointment of individuals to appointive office
such as, e.g., a judicial appointment This exception does not apply here.
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48. The test of whether a group has made $1,000 in "expenditures'1 is not limited by

the "express advocacy" standard when applied to a section 527 group, such as ALP, as a federal

district court in Washington, D.C. concluded last year. See Shays v. FEC, 511 F.Supp. 2d 19,27

(D.D.C. 2007). Rather, the test fin: "expenditure" in this case is the statutory standard of whether

disbursements have been made "for the purpose of influencing" any federal election, regardless

of whether the disbursements were for any "express advocacy" communication. The Supreme

Court made clear in Buckley that the "express advocacy" standard does not apply to an entity,

like a section 527 group, which has the major purpose of influencing candidate elections and is

thus not subject to concerns of vagueness in drawing a line between issue discussion and

electioneering activities. Groups such as section 527 "political organizations" are formed for the

principal purpose of influencing candidate elections and, as explained by the Court in Buckley,

expenditures by such groups "can be assumed to fell within the core area sought to be addressed

by Congress. They are, by definition, campaign related." 424 U.S. at 79. The Court affirmed

this position in McConnell. 540 U.S. at 170, n.64. Thus, the "express advocacy" test, which the

Supreme Court in McConnell deemed to be "functionally meaningless," 540 U.S. at 217, is not

relevant to the question of whether a section 527 organization is making expenditures to

influence the election of federal candidates.

49. hi Shays v. FEC, supra, the federal district court stated that it was a "misreading"

of Buckley to apply the "express advocacy" test to determine "expenditures" by groups which

have as their "major purpose" to influence elections. The district court said the Supreme Court

"imposed the narrowing gloss of 'express advocacy* on the term 'expenditure' only with regard

to groups other than 'major purpose* groups." Id. at 27. The district court added that "having

misinterpreted Buckley, the FEC is applying the express advocacy requirement to expenditures in
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cases where it is unnecessary." Id, This is a case where applying the express advocacy test

would be unnecessary.

SO. ALP has made "expenditures" in amounts far in excess of the $1,000 threshold for

political committee status. These expenditures have been made for broadcast advertisements that

promoted Senator Clinton during the 2008 presidential primaries, and after the primaries were
rH

CO over, that attacked Senator McCain, the presumptive- Republican nominee for president These
»H
m ads have been "for the purpose of influencing" federal elections, and thus constitute
fM
sj "expenditures" under the law.
sr
O 51. Even if the Commission were to incorrectly decide that the "express advocacy"
c&
™ test does apply to section 527 groups, however, the ads run by ALP meet the standard for express

advocacy in section 100.22(b) of the Commission's regulations. The Commission regulations

define "express advocacy" to include a communication that "when taken as a whole and with

limited reference to external events.. .could only be interpreted by a reasonable person as

containing advocacy of the election or defeat of one or more candidates because the electoral

portion of the communication is unmistakable, unambiguous and suggestive of only one meaning

and reasonable minds could not differ as to whether it encourages actions to elect or defeat one

or more clearly identified candidates or encourages some other kind of action." 11 C.F.R. §

100.21(b). The ads run by ALP, when taken as a whole, can only be interpreted by a reasonable

person as advocating the election of Senator Clinton, or advocating the defeat of Senator

McCain. Thus, the ads meet the Commission's existing regulatory definition of "express

advocacy" and the disbursements for the ads constitute "expenditures."

52. Given the facts and circumstances regarding the contributors to ALP, the

Commission also should investigate whether the fundsbraised by ALP for its ads were received in
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response to any solicitation that indicated that any portion of the funds received would be used

"to support" Senator Clinton's election, or "to oppose" Senator McCain's election. If so, the

funds constitute "contributions" to ALP, 1 1 C.F.R. § 100.57(a), and if in excess of $1,000,

satisfy the "contribution prong of the test for political committee status.

53. On information and belief; the "major purpose" of ALP each is to
«~i
1*1 support or oppose the election of one or more federal candidates, and each has spent more than
'ST
™ $1 ,000 in "expenditures" or received more man $1 ,000 in "contributions" for this purpose. The
sj
Q Commission accordingly should investigate and determine whether each respondent is a
on
™ "political committee" under the Act. Hie respondents have not filed a statement of organization

as a political committee, as required by 2 U.S.C. § 432, have not complied with the reporting

requirements of 2 U.S.C. § 434, and have not complied with the contribution limits of 2 U.S.C. §

44 la and, in the case of ALP, the source prohibitions of 2 U.S.C. § 441b. The Commission

should investigate and determine whether each respondent has violated the law in this regard.

54. The Commission and the public, Tnr-hlHifigthg c0nBrig*f<i>n*'i are not receiving fall

and accurate public disclosure of the funds raised and spent by each respondent, as required by

FECA. If the Commission determines that | ALP are each a political committee, the

funds received by each respondent are "contributions" subject to the mandatory federal reporting

requirements of FECA and are required to be fully disclosed to the Commission and to the

public, 2 U.S.C. § 434, including complainant.

55. I
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56. The donations received by ALP, as a section 527 group which is not reporting to

the Commission as a federal political committee, are subject to reporting to the Internal Revenue

Service only under 26 U.S.C. § 527 and such disclosure may be avoided altogether if the

recipient chooses to pay income tax on the donation. Further, section 527, unlike the FECA

O requirements applicable to political committees, does not require the reporting of the aggregate
Cfl
^ amount of un-itemized contributions received by the group, so there is no basis to determine the

total aggregate amount raised by such a section 527 group. Thus, to the extent that ALP is

wrongly treating contributions required to be reported under FECA instead as donations to a

section 527 account, the public, including complainant, and the Commission have no assurance

(hat all contributions required to be disclosed under FECA are properly being disclosed, or that

the total amount of contributions to ALP is being disclosed.

Prayer for Relief

57. Wherefore, the Commission should conduct an immediate investigation under 2

U.S.C. §437g, to determine whether | the American Leadership

Project have each violated 2 U.S.C. §§ 432,434,441a and, in the case of ALP, § 441b(a), and if

so, whether each respondent has engaged in knowing and willful violations under 2 U.S.C. §

437g(aX5)(B), (C) and § 437g(d). If any such violations have occurred, the Commission should

impose appropriate sanctions for such violations, should enjoin each respondent from all such
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violations in the future, and should impose such additional remedies as are necessary and

appropriate to ensure compliance with FECA.

58. In addition, the Commission should investigate to determine whether the

individuals who are serving and who have served as the organizers, managers and leaders of |

{ALP, including major donors who are playing or who have played such a role, have violated

the same laws, and, if so, whether they have engaged in knowing and willful violations under 2

U.S.C. § 437g(a)(5XB)f (C) and § 437g(d). If any such violations have occurred, the

Commission should impose appropriate sanctions for such violations, should enjoin each

respondent from all such violations in the future, and should impose such additional remedies as

are necessary and appropriate to ensure compliance with FECA.

Respectfully submitted,

Democracy 21, by
Fred Wertneimer
18751 Street, NW, Suite 500
Washington, DC 20006
202-429-2008

October 10,2008
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Verification

The complainant listed below hereby verifies that the statements made in the attached
Complaint, upon information and belief are true.

Sworn to pursuant to 18 U.S.C. § 1001.

For Complainant Democracy 21
in
CO
HI

1=1 FredWertheimer<M

Sworn to and subscribed before me this 10 day

Notary Publ
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waslwgtonpostxom
Independent Group to Air TV Ads Echoing
Clinton Attacks on Obama
By Mitthew Mosk
Washington Post Staff Writer
Ihunday. February 21, 2008; A07

As Sffp, HillfllY Ripdhflrn Clinton launches fresh aflpgks on Sen. Barack
Qhajna after a string of electoral defeats, several of her major financial
backers have formed an independent group to air television advertisements
echoing her message that she is more qualified than Obama to fix the
economy.

In the group's first ad, the television image shows a shuttered factory and a
home in foreclosure, and a voiceover says: "If speeches could create jobs,
we wouldn't be facing a recession." The criticism of "speeches" closely
mirrors a line of attack Clinton has used against Obama.

The decision to launch the independent group, known as a "527" because of
its tax code designation, coincides with an increasingly aggressive approach
being taken by Clinton in advance of Match 4 contests in Ohio qnd Tc***
that could determine the Democratic nominee. The Obama campaign
compared the effort to the "Swift boat" ads that helped sink Democratic
John F. Kerry's 2004 presidential bid.

Supporters of the group, called the American Leadership Project, said
yesterday that they decided to undertake the effort late last month, when
Clinton was forced to lend her campaign $5 million to try to
Obama's large fundraising advantage. Unlike a political campaign, the group
can accept as much as money as supporters want to give.

Campaign finance reports filed yesterday showed that Obama outdid Clinton
in fMgdraiyjng last month, collecting $36 million. Clinton's r-flmnflig" said
she will report raising $13.9 million. And while Clinton finance officials
said yesterday thtit this month has been the campaign's strongest month for

«g"« that she continues to l
Clinton aides reported raising $1 million a day during the first half of the month, an Obama adviser
described one recent day that yielded $2.4 million. And in an e>mail Clinton sent to supporters
yesterday, she said she was outspent 4 to 1 on television ads in Wisconsin where she lost decisively on
Tuesday.

Though the independent ads could help bring greater parity on television for the Clinton campaign in
Texas and Ohio, where they are set to air, they may cany a steep price for the entity behind them. Such a
group iaoes tight federal restriction on bow it C8£ op
cannot have as its primary purpose the election of a candidate, and the Uw fa
issues, not ones mat plainly advocate for CUnton's election or defeat The grom^
with the Clinton campaign. Violations coidd subject orgam^en and donora to stiff firjes.
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Campaign finance reform experts said there are troubling aspects in the American Leadership Project's
mission. The group is not part of an established effort to exert political influence in Washington, and it
first officially surfaced in filings with the Internal Revenue Service on Feb. IS. It is advertising only in
states where Clinton faces competitive primary contests. And the content of its first ad strongly hints
that its purpose is to support her candidacy and oppose Obama's.

"This pop-up 527 group clearly has been created to spend unlimited soft money to influence the
presidential election," said Fred Wertheimer, of the group Democracy 21 , after reviewing the ad. "As far
as the duck test goes: It looks like a campaign ad; it sounds like a campaign ad; ifs a campaign ad."

Jason Kinney, a California political strategist who helped form the group, said its organizers recognized
that they are wading into "a new and developing area of the law, but we've taken every step and are as
confident as we can be that we are adhering to all of the regulations."

^ The Obama campaign released a memo yesterday saying that the group has already crossed those lines.
m "Here we have a committee that springs up on the eve of an election, promotes a specific candidate, and
sr has no history or apparent purpose of lobbying specific issues outside the benefit to the candidate of
rsi these communications," the memo states. "Its 'major purpose* is no mystery."
<5r
Q The undertaking could also prove embarrassing. One of the group's founders, New York political
a* strategist Paul Rivera, is a veteran of the Clinton White Home and Kerry's presidential campaign. But a
rsi year ago, he reached out to Obama's campaign for consulting work. In a Feb. 23, 2007, memo mat he

sent to the campaign, Rivera described Clinton's candidacy as "doing the same, old traditional politics,"
and he added that "Senator Obama has a potent change message and is clearly a superior political
talent"

Rivera confirmed yesterday that the memo was his, but he declined to comment on it Kinney said all he
knew about Rivera was that "he cares about the same issues we care about" He would not identity any
of the group's financial patrons.

Roger V. Salazar, a Clinton administration official who is the group's designated spokesman, used
carefully selected language to describe the undertaking.

"We want to communicate to people where they're paying the most attention right now. Right now, that's
Ohio and Texas," he said. "Senator Clinton is a recognized champion of these issues, and we support her
positions on health care, the mortgage crisis, the economy, and we say so in the spots. These are positive
ads that serve to raise awareness about the issues."

The independent effort, first exposed on political blogs run by the Atlantic magayiim and
filed reports to the Federal ̂ ac^"T^flmip'iu"m| de**Mi'ng their January fundraising

efforts. Obama (111.), Clinton (N.Y.) and Republican Sen. John McCain (AnzJ showed dramatic
increases in the amounts they raised and spent hi January, the first month when they fined caucus and
primary contests.

Obama's report indicated that he spent nearly $30 million last month, including $7.8 million on
television ads in me final week, as he approached Super Tuesday. Obama finished the month with $18.9
million in cash and $1.1 million in outstanding payments.

Clinton's $27.6 million in spending left her with $8.6 million in the bank and $7.5 million in debts.

bttp://www.washiiigtDiipostcom 2/21/2008



McCain's report showed that he spent $10.3 million of the SI 1.6 million he raised, much of it on
television ads and automated telephone calls. He finished the month with SS.2 million in cash and $5.5
million in debts.

Former Arfffn«*ft governor MikeHuckabee (R) raised just under $4 million last month, most of it on the
heels of his victory in the Iowa caucuses. He spent $4.9 million, leaving him with just under $1 million.

Database editor Sarah Cohen, staff researcher Madonna Letting and research editor Alice Crites
contributed to this report.
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The New York Times

April 20, 2008 Sunday
Late Edition- Final

Facing Obama Fund-Raising Juggernaut, Clinton Seeks New Sources
of Cash

BYLME: By MICHAEL LUO; Griff Palmer contributed reporting.

SECTION: Section A; Column 0; National Desk; Pg. 21

LENGTH: 1450 words

Senator Barack Obama is swamping Senator rflary Rodham Clinton with television advertising in their
prolonged battle for the Democratic nomfnation, putting fresh pressure on Mrs. Clntonfs fund-raising machine to
find new sources of money to help her keep pace.

But her big-dobr fund-raising apparatus that was once the envy of the political world is encountering
obstacles as many of those in its regular networks of donors have reached the maximum on their personal
contributions or grown tired of the relentless press for donations.

The campaign is actively hunting for new wellspriiigs of casK while tapped^ut donors who wait to give
more are contemplating financing Independent efforts on hsr behalf that are not bound by contribution limits. So
far, however, the independent efforts have been halting at best.

The scramble for fresh resources comes as the money gap between the two candidates is growing. In
March, largely because of a continued advantage ki small donations given over the Internet Mr. Obama was
able to raise twice what Mrs. CMon brought In, collecting $40 miWon corr̂ arad with her $20 mHon. He has
been spending it freely in Pennsylvania, hoping to stymie Mm. CMon in a contest that could determine whether
she stays in the race.

In the weeks leading up to Tuesday's primary, Mr. Obama has spent more than double Mrs. Clinton's
budget on television advertising - $8. 1 miMon to her $3.2 mHon, according to the most recent figures avatebte
from the Campaign Media Analysis Group, which tracks advertising spending. And with two weeks before more
primaries on May 6, Mr. Obama is spending four times Mrs. OWorfs televteton budget in Irdiana arid double her
North Carolina total.

The Obama fund-raising juggernaut has sorm of MnLQMorfsrnost devoted aupportaraw
searching tor a new way to support her candidacy. Ata Patrtoof, a rrttonal finance chaî ^ dnton,
said four people had called hkn In the past month to discuss stalling a so-caled 527 group — named for the
sectton of tto tax oxietto groups are orgarfart

"These are people who have maxed out to KHary and would Kke to do a lot more but know they cannot do R
through the campaign and thus are looking for other legal ways to give and raise more money under a different
status," Mr. Patrice! said. "As I have pointed out, once they do that triey can no toriger participate
committee cab and they have to do It outside and sway mam the campaign itself."

Such groups are potentially attractive for affluent donors because contributions are not capped as they are
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for candidates. But campaign finance experts say 527s can be legally treacherous; hefty fines were levied
against many of the groups after the 2004 election, and the rates that govern them remain hazy.

The groups are barred from coordinating with campaigns and explicitly calling for the election or defeat of a
candidate; instead they are limited to advocating on issuss. But exactly what they can say about candidates
when they solicit contributions or spend them is sometimes unclear.

One such group, American Leadership Project, which on Wednesday began broadcasting commercials
in Pennsylvania praising Mrs. Clinton on health care, offers an indication of how chafenging it could be to raise
money for an Independent effort.

The group has raised only about $1.5 million so far. As a result, K spent only about $425,000 in
Pennsylvania, after doling out about $750,000 for commercials in Texas and Ohio eerier this year. It intends to
play a more substantial rote in Indiana, its leaders said.

Some potential donors have been reluctant to support an effort that they feared could get them into legal
trouble. Others wanted the group to attack Mr. Obama, a tactic the group's leaders have resisted.

Almost all of the group's money has come from two unions that have endorsed Mrs. Clinton, the American
Federation of State, County and Municipal Employees, which has contributed $1.2 million, and the MachHsts
Union.

But the list of individual donors is telling in that eight of tr» nine pet)ple who gave $5,000 or more to the
group had already given the maximum $2,300 donation for the primary to Mrs. dntorfs presidential campaign

Mrs. Clinton's campaign is particularly affected by the limits on giving because high-dollar contributions
remain a staple of her fund-raising. Although her campaign has dons a much better Job lately of raising money
over the Internet, donations of $1,000 or more accounted for about a quarter of the money she raised in
February. Nearly 8,000 of her donors appear to have given the marfmum of $4,600 for both the primary and the
general election, compared with about 2,400 for Mr. Obama.

Over an, contributions of $2,300 account for roughly 37 percent of Mrs. Clinton's primary receipts,
compared with about 24 percent for Mr. Obama.

Even so, Clinton fund-raisers said the amount they had been able to bring in from major donors had held
fairly steady this year. Donations of $1,000 or mt>re for tr« primary totaled about $8 million in Jarwa^
mlton in February.

It has become a dairy challenge, however, for Clnton fund-raisers to scrounge up new names of people to
ask for money or bundle campaign contributions.

Hassan Nemazee. a national finance chairman for Mrs. dntorfs campaign, said ha had been exhorting
fund-raisers to "think outside the box"

The question we, as fund-raisers, are having to address is, 'How do you continue the self-renewal when
you ere 14 or 15 months into a process and you have hi many respects tapped your network dry?1" Mr.
Nemazee said.

He recommends branching out to new geographic areas. "If you stay just focused on your geographic area,
it's very, very difficult to continuously find new people to expand your network," he said.

The campaign has also been trying to be creative wth Ms events. A recent concert In New York City with
Elton John, for example, netted $2.5 million, with tickets from $250 to $2,300.

Beth Dozoretz, another top Clnton fmd-raiser, saW she WtWry fretted about f̂
givers when she was asked by the campaign recently to pull together an event at her home in Washington.
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But this time, she said, she did not ask for people to bundle contributions of $10,000, $25,000 or $50,000
at a time, as she had done in the past. Instead, she invited a breeder circle of people who were asked to cobble
together amounts like $3,000 or $5,000. She also opened the event to chUren, which resulted in mothers
bringing their daughters. The event grossed $250,000, she said.

Discussions about independent efforts cropped up this year among Clinton backers, when the campaign
found itself essentially in the red leading up to the crush of states that voted on Feb. 5, forcing Mrs. Clinton to
lend her campaign $5 minion.

Mrs. Clinton has not denounced the groups, though this year her campaign accused Mr. Obama of
hypocrisy for what they said was his muted response to a 527 group advertising on his behalf after he had
decried the influence of such groups.

The campaign's fund-raising has since Improved, driven by Rs own surge in online donations. But with Mr.
Obama raising and spending so much, the conversations have surfaced anew.

"These are very smart people who are being very thoughtful about it," said Ms. Dozoretz, a former finance
chairwoman of the Democratic National Committee.

One idea considered by some Clinton supporters has been a 527 effort to press for the delegates to be
seated in Florida and Michigan, but it has yet to get off the ground.

Despite a pre-emptive warning from Robert Bauer, a campaign finance ejpert and lawyer for Mr. Obama's
campaign, the organizers of the American Leadership Project have plunged ahead.

The group is filed with people who have ties to the CHntons: Roger Salazar, who worked In the press
operation of the Clinton White House and is a political consultant in CaJrfomia, and Paul Rivera, another former
Clinton White House staff member and senior poftical adviser for Senator John Kerry's presidential campaign hi
2004 who worked on Mm. Clinton's Senate campaign In 2000.

Jay Bsenhofer, a lawyer in New York who raised at toast $1()0I()00 for Mrs. OMon, rnaking him a
"HMraiser," gave $50,000 to the group. Richard Zhnan, another HMser and Los Angeles real estate magnate,
contributed $15,000, and WUiam TTtefrnan, a former Pennsylvania lobbyist and longtime Cflnton fund-raiser who
gave enough to spend a night in the Lincoln Bedroom, contributed $10,000 and has helped the group raise
money.
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Pro-Clinton group airing ad in Indiana
BYLINE: By JIM KUHNHENN. Associated Press Writer

SECTION: POLITICAL NEWS

LENGTH: 348 words

DATELINE: WASHINGTON

A pniitfr«l mAvmty gr^iip /v^.i^itig «f WirM fif Smi IKII.ry PftifJiMti nintMi'a |»g«iiienri«l campaign 01.. to Imgiti

spending at lent $700,000 Tuesday in an Indiana idvertiiing blitz calling oo Sen. BtiackObamato addregs tfaeecooomic
plight of Americmns.

Tha TtiHiatM .H eampaigpi «mil«i Iw* dia KigflM* «mgln jnrp^n t̂m* in • rtate far Aa mnatly mrinn fmanr̂  gpmnpt eallgii

the Anerku Lcadenbip Project The group spent more thin $ 1 million turning adt in Texas, Ohio and Pennsylvania.

"Indiana baa been ground zero fin economic anxiety since 2001/ said Jason Kim^, an Indiana native and one of the
organizer! of the American Leadership Project

Thi! «/i gTin*». «-«miii»iitfltiii« oitin ̂ JMerihe nfwm'. ̂ î ^mp^ pl«i M AifiriiMt The mA emapugpi ro»M c^m^ mt m

crucial time lor Clinton. Tlie Democratic presidential nee in uidianau a dead heat, accoidmg to iwblico^
Obama, the better-financed candidate, has been spending more than Chnton in the state.

A. of it. !••» filing •ill, rft̂  P«Mfa«l Rliiftrimi rnmmi..in« rti> grmip larf t»«iiil «l S tmllinn, «lmn«t all «f » frntn «fce

American Federation of State, County and Municipal Eniployecs, a imua that has endorsed Qinton.

Tb" grmnr it 11 rMTillft! <77 "rffr***** tJ^Hiiii .<»» «y T«^t«» ̂ f tt̂  «.̂  O«A. «h«t jmugma rt̂ ir •^HI^«JM S.M.I.
groups, unlike candidates and political actkm committees, can raise tmumited amounts of money torn unions, individuals
and corporations.

But tncUwprcrnftto them from coorim
advocating the decrtiMOT defeat of a caixtifute^
ranrlidatns take on those baues.

Before the Ohio ud Texu pmiBiiie^ the ABM
poh^des. The sd did not mentkm Obama, but alhid^ to him w
wouldn't be racing a recession."

Ihe id campaign V^-imp more poiirtftd in Penniylvania, r-^*FTn'ng Obami's heaMi ore plan would leave mfllions
uninsured.
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Associated Press Online

June 1, 2008 Sunday 5:46 PM GMT

Clinton looks for victory in Puerto Rico primary

BYLINE: By JIM KUHNHENN, Associated Press Writer

SECTION: POLITICAL NEWS

LENGTH: 1131 words

DATELME: SAN JUAN Puerto Rico

Hillary Rodham Clinton campaigned for a largely symbolic victory Sunday in Puerto Rico's presidential
primary, the final act In a weekend of tumult that brought Barack Obanw tantebbigly dose to tta Democratic
presidential nomination.

"We're going to win big here today," Clntorfs campaign chairman Terry McAuHfle predicted as Puerto
Rfcans cast batots in a race with 55 delegates at state.

Obama's aides countered that even so, the 46-year-old Ilirois senator would amass the 2,118 delegates
needed to daim the nomination within days. "Wo hope this week, absolutely," said spokesman Robert Globe.
Montana and South Dakota hold primaries on Tuesday, the (art of the primary campaign season.

Globs' confidence reflected the outcome of Saturday's meeting of the Democratic Party's rules and bylaws
committee. Before an audience that jeered and cheered by turns, the panel voted to seat disputed delegations
Irom MicNgan arid Florida, but give each delegate onV
Clinton campaign.

White the decision narrowed the gap between aw™ and Obama, ft also erased ttaformw
bast chance to change the course of the campaign and toft her rival only 64 delegate! shy of the nomination.

A telephone poH of likely Puerto Rfcan voters taken In the o^s leading up to the primary suggested an
electorate sympathetic to Cflnton heavily Hspajfc, as wel as lower irrarne art mm than 50 pen̂
About one-half also described themselves as conservative.

Nearly three-quarters of all those Interviewed saJd they had a lavofilib view of Ointoa
percent for Obama. One-third said they didift know enough about Obama to form an impression.

THIS IS A BREAKING NEWS UPDATE. Check back soon tor ftjrthsr kifonraAon AP's earfler story is
below.

SAN JUAN, Puerto Rico (AP) Htary Rodham Clinton aurpeJgr̂  for vidory Surday in Puerto Rico's
presidential prirrary.albett a hofowo
Democratic presidential nomination In hand as early as this week.

A party corTYTttee voted a day carter to grve
convention. The compromise did no harm to Obama's near took on the nomination, but prompted new threata

6 of 23 EXHIBIT T 9/8/200810:05 AM



from Clinton's camp to carry the fight to the August convention.

The deal by the party's Rules Committee left Obama 64 delegates short of the 2, 11 8 need for the
nomination. Sunday's election here and the final primaries Tuesday in Montana and South Dakota wH narrow the
gap, meaning Obama could secure the nomination this week.

"If not Tuesday, I think it will be fairly soon,11 Obama spokesman Robert Oibbs said on national television
Sunday.

Gibbs also did not ruto out the possbiNty that Obama wi seat the Michigan and Horida detogattons at full
strength if he is the nominee.

"I think any nominee may make some decisions at some point regarding those delegations," he said on
ABC's 'This Vveek."

Clinton's campaign objected to the compromise on Michigan's delegates because It gave the former first
lady four fewer delegates than aides had maintained she was entitled to, pronpttng new threats to take the fight
to the August convention. She trails Obama by more than 170 delegates.

"She win be consulting with people and she wl be making the decision later on," said adviser Harold
a member of the committee that voted Saturday. He hMedthst the 2, 118 delegates needed for the norrratkxi
may grow.

"But in our view, the final number for the nomination wil not be fixed until Michigan is ultimately resolved, but
that wIR depend on what Mrs. Clinton decides to do," Ickes said on CNWs late Edition."

As voting got under way Sunday, some poing places in the capital of San Juan were busy soon after they
opened white others were Idle. More than 20 schools serving as poing stos opened late because jankers were
protesting late-arriving paychecks, the Department of Education said.

Angel Barrios, who was among two dean people who voted in the first five ntautes at a school basketball
court, said he's known for months that he would vote for Chiton.

"She has the kind of help that the other one doesnt have her husband. He b a gpod adviser," Barrios said.

One woman who said she voted for Obama refused to give her name, fearing her pro-Clinton friends would
shun her if they knew.

"He's refreshing because he's not dragging everything from previous adrrsntetrations," she said. "He has an
energy that we need."

Clinton also got an early start, chatting up customers, posing for photos and signing posters during a visit to
Kasalta Bakery in San Juan.

On Saturday, she spent hours on the back of a pickup truck in a salsa-blasting, 40-vehtete caravan through
the capital outskirts. In a sign that her supporters wereunwllng to give up, an outside group financed by her
labor backers bought $150,000 worth of television ads on the Wand promoting her views.

The group, the American Leadership Project, also was spending $300,000 on ads ki Tuesday's primary
states of Montana and South Dakota, states where Obama b deemed the favorite. Clinton planned to campaign
in South Dakota on Monday.

Saturday's party meeting did bolster one of Ohtorrs key arp^nwte for staying In tta
Mkflgaii airiFlonte delegates, party Jeederetedty
Both states were pirishBd by the DTC for mo^
refused to recognha the votes. The candidates did not campaign hi either state and Obama withdraw his name
from the Michigan balot

7 of 23 9/1/200810:05 AM



Clinton's campaign now says she has won the most votes since the contest began in January, a
claim for a number of reasons, including the fact that she ran virhBfy unopposed in Michigan and vote totals
from several caucus states cannot be calculated.

Her campaign chairman, Terry McAUffle, was quick to note that during his appearance on ABC.

"Well dearly, it ultimately comes down to the delegates. But I trirk ITs very invortart to note thrt HMary
Clinton wi( have received more votes than anyone ever running for president on either side In primary battle,11

said McAuliffe, who was with Clinton in Puerto Rico.

White pote show her ahead, island officiate don't expect an exceptionally large turnout. That means Clinton
might not get the huge influx of popular votes she is counting on.

McAutiffe said Clinton wouW not consider leaving the race until someone gets 2,118 delegates.

"We think we are going to get that number. But we're going to make our argument right up until someone
has that number," he said.

Associated Press writer Danfca Goto in San Juan, Puerto Rico, contributed to this report.
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